Introduction
The objective of the paper is to evaluate the value of accounting information (including market value relevance) of upward revaluations of long-lived tangible assets, carried out while implementing IAS/IFRS for the first time, exemplified by the companies listed on the Warsaw Stock Exchange (WSE). In our view, the general assessment of accounting information in respect of revaluations ought to include analyzing associations of upward revaluations of property, plant and equipment with the financial performance of the reporting entities in the forthcoming periods, as well as with earnings quality in the future and testing correlations between the revaluation of longlived assets and capital market performance. Our intention is to answer the following research questions: A. Is the occurrence of upward revaluations of property, plant and equipment and the magnitude of revaluation associated positively with the successful performance of a reporting entity and changes in performance in forthcoming periods? B. Is the occurrence of upward revaluation correlated positively with earnings quality of reported earnings in forthcoming periods? C. Do revaluers outperform non-revaluers in post-revaluation capital market performance? Is the magnitude of upward revaluation associated positively with stock market value? A rationale to test the correlations between the occurrence or the magnitude of upward revaluation with financial performance and changes in financial performance is to evaluate the relevance of accounting information, including its predictive value. Upward revaluations of assets ought to reflect managerial / professional expertise and normally they are expected to be associated with an increase of economic benefits in 90 Andrzej Krystian Piosik, Iwona Kumor, Aleksandra Sulik-Górecka future periods. Opponents find revaluations a contradiction to the principle of verifiability. Taking into account the deductive approach, it is difficult to associate upward revaluation of assets with future economic benefits because no real transaction takes place while revaluating; furthermore, the revaluation is based on a management decision and its magnitude is based on subjective estimates and judgement. The detailed regulations concerning fixed asset revaluation and the application of different accounting models have been determined by historical context. Consequently, the continental accounting model and the Anglo-Saxon accounting system may be identified as examples. Despite common tendencies towards the unification and harmonization of accounting regulations, the attitude towards fixed assets upward revaluation and the obligatory disclosures in financial statements varies from country to country. Australian GAAP (AASB 1010) allow companies to revalue fixed tangible assets upward. The standard defines the recoverable amount as the net amount expected to be regained through net cash inflows deriving from the asset's use in forthcoming periods. Revaluation increments are credited directly to an equity asset revaluation reserve. A similar approach with reference to upward revaluation of fixed tangible assets is promoted in the International Financial Reporting Standards (IFRS), as under IAS 16 for the measurement of fixed assets companies are permitted to choose the cost model or the revaluation model. The measurement of fixed assets in accordance with the fair value model is also common in UK GAAP. In contrast to the IFRS, British companies are not obliged to determine valuations by independent appraisals. Pursuant to IFRS 15, full overestimation has to be done once every five years, but every three years a temporary estimation should be calculated. On the other hand, US GAAP command very strict views about the measurement of fixed assets and disallow upward revaluation 1 . According to Polish accounting regulations, upward revaluation of fixed tangible assets is also generally forbidden.
Such legal differences have a negative influence on the comparability of financial statements, particularly within multinational capital groups. Recently, however, there has been an unequivocal tendency towards the growing importance of IRFS regulations. Taking the above-mentioned facts into consideration, it is worth examining the statistical association between the revaluation of fixed tangible assets and future performance, because the results of the research so far are not obvious.
The next research task is to assess the correlations between revaluations and the earnings quality of reporting entities. There are different approaches as far as earnings quality or its identification are concerned. The most popular technique is based on accruals. We have chosen one of the accruals approaches and analyzed the associations between accruals in a chosen time-span and changes in cash-flow from operations in simultaneous or succeeding periods. We have checked whether upward revaluations of property, plant and equipment revaluation shape these associations. The 92 Andrzej Krystian Piosik, Iwona Kumor, Aleksandra Sulik-Górecka or market performance as well as with accruals. We have used a linear regression model. Linear regression has been used by many researchers, including Ghicas et al. (1996) . The researchers used two models. The first model was used in order to examine the association between the dependent variable unexpected return and independent variables such as the return on security and market return. In the second model researchers used a third independent variable -the risk free rate and β parameter estimates. The ordinary least-square regression technique was used by Sharpe and Walker (1975) . Similar practices have also been studied by Standish and Ung (1982) . Easton et al. (1993) , for example, used restricted regressions. They examined the relation between asset revaluation data in the financial statement and various value metrics. Barth and Clinch (1998) examined the relation between asset revaluation data in the financial statements and price per share or a measure of intrinsic value per share. The statistical analysis was carried out using the STATISTICA PL version 10 package (http://www.statsoft.pl/).
The value of accounting information of upward revaluation of property, plant and equipment in prior research
The value relevance of tangible long-lived assets revaluations has been examined in prior research in many countries. The literature review relates to studies carried out in the years 1975-2009, contextualized with implementing changes in accounting regulations regarding the valuation of long-lived assets.
A number of studies in the US have examined current cost revaluations of inventory and plant. Researchers Beaver and Landsman (1983) have doubts about the quality of those data because their relations to stock prices are weak. Easton et al. (1993) studied market-based revaluations for operating assets in an Australian firm. Australian revaluations are usually based on independent appraisals, subjected to audit and disclosed in financial statements. The revaluations are predominantly for land and buildings, and Australian reporting entities may choose whether and when to revalue assets. The study by Easton et al. examines market value accounting of operating assets. The analysis indicates that the Australian revaluations improve the alignment of book value and the stock price. Land and buildings are the primary targets of revaluations and the link between real estate values and future operating cash flows need not be strong. The results from Easton et al. suggest an informational role for accounting in lender-borrower relations. Standish and Ung (1982) examined the impact of fixed assets revaluations on stock price residuals. Their research is based on a sample consisting of 232 reporting entities retrieved from a group of listed British companies in the period [1964] [1965] [1966] [1967] [1968] [1969] [1970] [1971] [1972] [1973] . The researchers used two models: one model to examine the association between the dependent variable -unexpected return -and independent variables such as the return on security and market return. In the other model the researchers used a third inde- This copy is for personal us 93 pendent variable -the risk free rate -and β parameter estimates. The research results indicated that, on average, there were positive unexpected returns on investment in companies which announced revaluations of fixed assets. Researchers suggested that the unexpected returns depended on the occurrence of other signals of major interest to the capital market, stock dividends and changes in earnings or dividends. Moreover, researchers set a hypothesis about the information value of revaluation announcements, to the effect that there was an association between revaluation and stock price revision. They made two main findings: 1. In over 40 percent of relevant cases, the revaluation increased both fixed assets and stockholders equity by more than 10 percent. 2. The management saw the system as a useful device for influencing capital market expectations of their companies (Standish and Ung, 1982) . As in Britain, examinations of movements in a share price based on a sample of relatively large Australian public companies showed upward assets revaluations during the period 1960-1970. The study revealed that announcements of assets revaluations had been associated with upward movements in stock prices. Researchers used the "market model" which eliminated the effect of market-wide influences on individual stock prices. They indicated that assets revaluation was associated with systematic changes in the volatility of a stock's return relative to the market, and the market quickly absorbed the information content of asset revaluations into security prices (Sharpe and Walker, 1975) .
The analysis of the association between stock returns and the revaluation reserve and tax benefits that occurred in the years 1982, 1988, 1992 was the main objective of the research of Ghicas et al. The study was based on industrial firms listed on the Athens Stock Exchange. A higher book value of assets generated a higher depreciation for financial accounting and taxable income (in Greece). Lower earnings, higher total assets and higher book values of equity provided lower rates of return on assets and equity as well as lower debt to equity and debt to total assets ratios. The revaluation of fixed assets had a positive impact on the cash flows from operations, but a negative impact on the earnings of revaluating firms. In the empirical test, the researchers used the three regression models, where stock return was the dependent variable and the tax benefits and the total amount of the revaluation were independent variables. They also estimated a wider two-year interval. The tax benefits were measured by the revaluation amount, the number of shares and the common stock price (Ghicas et al., 1996) .
Valuable research was also carried out in companies in New Zealand. The main objective of the research by Emanuel (1989) was the impact of revaluations of land and buildings on the share price and the stock return. The study involved 90 per cent of companies listed on New Zealand's Stock Exchange. If market values were relevant for investment decision-making, it was reasonable to hypothesize that the revelation of a material (unexpected) difference between a historical cost and a current value would generate a share price revision. Emanuel used five statistical tests. In 94 Andrzej Krystian Piosik, Iwona Kumor, Aleksandra Sulik-Górecka most of the testing procedures he used the familiar market model of Scholes and Williams (1977) , estimating the procedure and the market return. The results indicated that the tests which had been used failed to produce any conclusive evidence that assets revaluations generated share price revisions (Emanuel, 1989) .
In other studies researchers investigated revaluations of Australian reporting entities. The research by Barth and Clinch (1998) was based on a sample of 350 publicly listed Australian firms and retrieved from reports published in the years 1991-1995. It consisted of 100 large-sized companies and 250 smaller ones. Barth and Clinch were particularly interested whether the relevance, reliability, and timeliness of Australian asset revaluations differed across types of assets, including investments, property, plant, equipment and intangible assets. They also investigated whether they varied if the valuation amount was determined by the Board of Directors or an independent appraiser. Researchers used the price regression model, where the book value of equity and earnings were explanatory variables. They also estimated the relationship between current-year revaluations (revaluation reserve increments) and a company's 12-month raw share return ending at fiscal year-end. In general, the researchers concluded that revaluation of investments and intangibles were positively and significantly associated with share prices, while the consequences of revaluations of property, plant and equipment were less consistent. Revalued plant and equipment were significantly related to the share price only for small nonfinancial and large mining firms, whereas they were negatively associated with the share price of financial institutions.
Revaluation reserve increments (RRI) were not significantly related to share returns for nonfinancial firms, whereas they were positively related in mining companies and in financial institutions.
The timeliness of a revaluation was not critical for long-term assets revaluations, although Australian firms did not need to revalue assets every year and some revalued amounts might be out-of-date. There was little evidence indicating that director-and independent appraiser-based valuations were viewed differently by investors.
The impact of an appraiser independence was also examined by Cotter and Richardson (2002) . The research provided evidence that independent revaluations of plants and equipment were more reliable (less optimistic) than directors' revaluations. According to Basu et al. (2000) it was due to potential litigation and reputation costs for independent appraisers who were too optimistic. Cotter and Richardson took into account the analysis of subsequent write-downs of voluntary upward revaluations. The sample was composed of 225 reporting entities which disclosed asset revaluations, out of which 174 reporting entities disclosed subsequent write-downs within 5 years and 201 reporting entities enclosed subsequent write-downs in 3 years. Most revaluations of land and buildings were estimated by independent appraisers. The reverse was true for plant and equipment.
An analysis of the market's assessment of revaluations was the main objective of the research by Jaggi and Tsui (2001) This copy is for personal us revaluations in firms in Hong Kong from 1991 to 1995 and revealed an impact of the revaluation on share prices and stock returns. The research indicated that the revaluation balance was positively related to the share price significantly (dependent variable). Two predictor variables were included in the regression: EPS (operating earnings per share) and BVPS (book value of equity excluding the revaluation balance).
Jaggi and Tsui also found that the positive association of the current year revaluations with contemporaneous annual stock returns was statistically insignificant.
The noteworthy conclusions came from Missonier-Piera (2007), who hypothesized that upward revaluations were positively associated with a firm's leverage ratio, a magnitude of export sales and the size. The research sample was composed of 96 annual reports retrieved from 1994, 95 reports retrieved from 1997 and 103 from 2000. Missonier-Piera proved that asset revaluations positively influenced the creditworthiness of Swiss companies and their borrowing capacity.
Another study with profound implications was research carried out by Gaeremynck and Veugelers (1999) , who analyzed a sample of 189 Belgian industrial companies from 1989 to 1994, not listed on the Belgian Stock Exchange. The successful companies -those with high equity-to-debt ratios -were less likely to make assets revaluations as opposed to the companies on the verge of insolvency.
In the age of convergence of accounting regulations Paik (2009) tested the effect of adopting the IAS16 standard to tangible long-lived assets revaluations by examining the association between the changes in revaluation reserves and changes in share prices. Data relating to revaluation reserves in the year 2005, net income and the 1book value of equity of the reporting entities were retrieved from the Compustat Global Database and were limited to 15 countries for which a sample consisted of at least 30 companies. In the regression model the author included such independent variables as net income reported at fiscal year end, the book value of shareholders' equity on the balance sheet date, and an annual change in the revaluation reserve balance. The share price three months after the fiscal year end was the dependent variable. The research revealed that fixed assets revaluation reserves were less value relevant in the code law countries (for example, Brazil, Greece, Japan, Korea and Thailand). The opposite was true for the relevance of revaluations in the common law countries (for example, Australia, Great Britain, Hong Kong, India and Singapore). For those countries their reported net income numbers were also value relevant, but the book value of equity for Hong Kong and Australia was not value relevant.
The purpose of the research of Cahan et al. (2000) was to provide market-based evidence on the relevance of components of comprehensive income, which companies have to disclose in accordance with the Statement of Financial Accounting Standards (SFAS 130). Such components allow investors and analysts to value a business better. The sample consisted of 48 annual reports of companies operating in New Zealand and retrieved for the period 1992 to 1997. In order to analyze the value relevance of such components of comprehensive income as net income, fixed assets revaluations, foreign currency translation adjustments and other revenues and This copy is for personal us expenses, researchers developed the model used by Feltham and Ohlson (1995) . According to their model, market capitalizations of the firm depend on the book value of equity, dividends paid by firm and the earnings for the fiscal year. In the study by Cahan et al., the last variable of the model equaled the net income of the firm and other comprehensive income items such as the mentioned above fixed assets revaluations and foreign currency translation adjustments. The researchers examined whether the separate components of comprehensive income provided information that was incremental to the aggregate comprehensive income figure and, moreover, whether the incremental value relevance of two of the comprehensive income items (fixed assets revaluations and foreign currency translation adjustments) increased in the following period. The results of the study suggested that there was no evidence that additional information was useful for investors; however, comprehensive income was more value relevant than net income.
An important piece of research relating the value relevance of financial reporting information in Poland was published by Dobija and Klimczak (2010) . The authors analyzed the correlations between an unexpected market rate of return and unexpected earnings, and they found correlations between these variables indicating that correlations were not different in the periods of financial reporting analyzed. The value relevance of upward revaluations of tangible noncurrent assets was not, however, tested.
Sample selection and sources of data
The objective of the paper is to analyze the value of information of tangible longlived assets revaluations while adopting IAS/IFRS. The sample of firm-year observations retrieved relates to companies listed on the Warsaw Stock Exchange (WSE) in Poland during the period 2000-2010. The majority of revaluations of tangible fixed assets took place in 2005, because it became obligatory for the listed companies which prepared consolidated statements in those days to do this. The regulation is still in force. We used four main sources of data: A. Observations retrieved from the basic elements of financial statements of companies (statements of financial position, statements of comprehensive income, statements of cash flows) were obtained from the NOTORIA database (http://ir.notoria.pl/). Consolidated financial statements were used, except when the company did not produce a consolidated financial statement but it followed the rules of IAS/IFRS. B. Observations relating to long-lived asset revaluations and other detailed financial and reporting data were retrieved from notes and explanatory information to financial statements, included in the official financial statements published on the companies' websites. We used the link to investor relations in the companies' websites (using the link: http://www.gpw.pl/lista_spolek_en). C. Data relating to the performance of companies in the capital market were retrieved from the website of the WSE (http://www.gpw.pl/analizy_i_statystyki_en). Associations between upward revaluation of property, plant and equipment...
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The disclosures of tangible long-lived asset revaluations, while adopting IAS/IFRS for the first time, were investigated for companies listed on the WSE in the period 2004-2009, excluding financial institutions (e.g. banks, investment funds). The initial sample consisted of 120 companies listed on the WSE. The empirical research was based on a simple random sample, and it includes companies listed on the (WSE) in Poland during the period 2000-2010. Some companies chosen for the sample had prepared financial statements using the domestic financial reporting system so we rejected them. Some data relating to notes and explanatory information were missing in published financial statements which is why we also deleted them. The final sample consisted of 82 firm-observations of revaluations (39 non-revaluers and 43 revaluers).
In order to test hypothesis 5 we analyzed the correlations between accruals and changes in cash-flows from operation. That required firm-year observations retrieved from the period 2004-2010. Therefore, the sample consisted of 560 firm-year observations which were retrieved from the same period and the same list of companies. Table 1 presents the list of the variables defined in the research. In order to describe the occurrence of upward revaluation, we used the RVL(Y, N) binary variable, equal to 1 if the company was a revaluer, and 0 otherwise. The magnitude of upward revaluation was gauged by dividing the revalued amount of property, plant and equipment by total assets (RVL t / A t ).
Definition of variables
Time characteristics: the occurrence of upward revaluations and their magnitude may be described using contemporaneous variables (indexed t), lagged ones (t-1, t-2, …) and lead ones (t+1; t+2, …). As far as the non-revaluers are concerned, we assumed the time structure of hypothetical revaluation was analogous to that of the revaluers.
Revaluations of tangible long-lived assets ought to give signals of the expected future prospects i.e. revalued assets should bring future economic benefits, confirmed when reporting entities show increasing financial performance in periods after revaluation. These are measured by the average net earnings scaled by total assets in a four-year period after revaluation EARN / A t/t+3 , and the net change of average earnings scaled by total assets from a period of three years before revaluations to average reported earnings scaled by total assets from the four-year period after revaluation (^EARN/A).
Firm-year observations of cash-flows from operations divided by total assets in the four-year period after revaluation (CFO / A t ) were also gathered in order to calculate changes in cash-flows from operations divided by total assets (^CFO/A t ).
Following the statistical data, the business conditions in Poland were different in the second half of the 2000-2010 period than in the first. That is why companies' performances were different, due to the business context and not to the accounting This copy is for personal us rules. For this reason we have introduced into the regression a relevant variable measuring the business context: ^IND_E, equal to the difference between the average ratio of total net earnings divided by assets in the firm's industry for a period of 4 years after revaluation and the average ratio of total net earnings divided by assets in the firm's industry for 3 years before revaluation.
We also used proxies of capital market performance (market value of stocks). We applied the relative change of market per book value of stock. The relative measure is defined as variable dM / BV t = (M / BV t -M / BV t-1 ) /M / BV t-1 ), where dM / BV t was then corrected by a relative change in the WIG Index (dM / BV t -^WIG). The difference was calculated as a change of the M / BV relation from the end of period t -1 (a moment of revaluation) to M / BV in period t (end of a period in which a financial statement was published), divided by M / BV in period t -1. The rationale to correct dM / BV by a relative change in the WIG Index from period t -1 to t was to take into account data that were retrieved from various periods, including years of high volatility in capital markets, therefore comparability was required. Because the sample consisted of companies of various size we used the WIG Index (a large directory including approximately 350 companies).
The objective of the adjusting process is to take into account sudden and abrupt changes of capitalisation in the WSE in the analysed period. The sample is derived from various years, whichis why the correction was necessary (we have also taken into account revaluations of PPE for companies which adopted IFRS later than in 2005).
Within this research BV was calculated only on the basis of EC_C. There was no other version used. The size of a reporting entity is measured using the logarithm of total assets before revaluations (LnA t-1 ) .
In order to analyze earnings quality we used the accruals approach and defined total accruals (TA t ) as a difference between net earnings and cash-flows from operations (EARN / A t -CFO / A t ). Expected total accruals were described as a function of contemporaneous and future changes in cash-flows from operations. Table 2 presents the mean, the median and some other descriptive statistics of relevant variables. We identified 43 revaluers among 82 reporting units. The median (and respectively mean) revaluation of fixed assets in the sample is equal to 0.047 (0.099) of the total beginning value of all assets for all revaluers before adopting IFRS for the first time. Average net earnings divided by total assets in the period of three years before revaluation is 0.016, and the median value is 0.029 in the sample (for the four-year period after revaluation the ratio is 0.046; the median is 0.046). The average revenues divided by total assets in the period of three years before revaluation are equal to 1.48 (median 1.33) and in the period after revaluation it is equal to 1.23 (median 1.06). Average liabilities to total assets are equal to 0.53. In order to check the statistical significance of differences between the means of relevant variables between revaluers and non-revaluers we used the U test for equality of means for large-sized samples, and the Mann-Whitney U test. Similarly, we checked if the distributions of dependent variables were equal for the two groups of firm-year observations and we applied the Mann-Whitney U test. Table 3 shows the complete list of variables considered and we have marked in bold the variables for which it was necessary to reject the null hypothesis that the arithmetic means were equal in the two groups of firm-year observations (revaluers vs. non-revaluers) at α = 0.05. Table 4 presents a similar list of variables for which we rejected the hypothesis that the distributions of relevant variables were equal for the two groups of firm-year observations (marked bold at α = 0.05).
Research results and findings
In order to check whether the occurrence of upward revaluation was associated with future performance or a change in forthcoming performance we tested hypotheses 1 and 2 using univariate analysis.
We used two proxies of future performance: mean net reported earnings scaled by total assets in the period of four years after revaluation (EARN / A t / t+3 ) and ^EARN / A, standing for a difference between mean net reported earnings scaled by total assets four years after revaluation (EARN / A t / t+3 ) and three years before revaluation (EARN / A t-1 / t-3 ). Using univariate analysis (Tables 3 and 4) we did not reject the hypothesis of equality of distributions of relevant variables between revaluers and non-revaluers, including EARN / A t / t+3 and ^EARN/A. We tested the hypothesis using the U Mann-Whitney (table 4) test and the U test for equality of means (Table 3) . We have not rejected the hypothesis that the distribution of EARN / A t / t+3 [RVL(1) ] was equal to the distribution of EARN / A t / t+3 [RVL(0) ], using the U Mann-Whitney test (p = 0.584).
The average performance of non-revaluers in terms of EARN / A t / t+3 equaled 0.034 in the sample and the respective EARN / A t / t+3 of the revaluers' sample was 0.058 but the expected difference between the means in two groups was not statistically significant (p = 0.152). We rejected hypothesis H1.
We tested hypothesis 2 using the U Mann-Whitney (Table 4 ) test and U test for equality of means (large samples) (Table 3) .
We This copy is for personal us revaluers was equal to the respective ^EARN / A for revaluers. We rejected hypothesis H2. A noticeable fact is that a variance of post-revaluation performance and a change of performance is significantly lower for revaluers. Using univariate analysis we found no associations between the occurrence of revaluation and post-revaluation financial performance.
did not reject the hypothesis that the distribution of ^EARN/A [RVL(1)] was equal to the distribution of ^EARN / A [RVL(0)] using the U Mann-Whitney test (p = 0.81). The average change in performance in terms of ^EARN / A for non-
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In accordance with the next research question we have tested whether the magnitude of upward revaluation was associated with positive changes in performance in forthcoming periods, following hypothesis 3.
H3: The magnitude of upward revaluation is positively correlated with positive changes of financial performance of reporting entities in forthcoming periods.
In order to check the associations between a change in performance after upward revaluation and the magnitude of revaluation we estimated a linear regression which described correlations between ^EARN / A (the difference between the mean net reported earnings scaled by total assets four years after revaluation EARN / A t / t+3 and the mean earnings three years before revaluation EARN/A t-1/t-3 ) and the occurrence of revaluation (RVL 0;1), the magnitude of revaluation scaled by total assets RVL / A t-1 as well as with some control variables: historical change of earnings scaled by total assets before revaluation (^EARN / A t-1 / t-3 ), average revenues scaled by total assets three years before revaluation (REV / A t-1 / t-3 ), the change of average earnings scaled by total assets of the industry to which a company belonged from three years before revaluation to four years after it (^IND_E) and the leverage measured as total liabilities divided by total assets before revaluation. We introduced an inverse of total assets (variable 1/A) because the variables of the model were scaled by total assets. The objective of the research was to check the correlation between the magnitude of revaluation and the change in profitability taking into account control variables. We also introduced an intercept in order to reduce heteroscedasticity, however parameters for the regression through the origin were also estimated. The formula of the regression is as follows:
For the model through the origin α 0 equals zero. Linear regression was used by many researchers, including …. Using the regression we tested whether α 3 > 0 at α = 0.05. The results of regression are presented in Table 5 . We have also added the normal probability plot for residuals. As is to be expected, the change in companies' earnings scaled by total assets from a period of three years before revaluation on average to a period of four years after revaluation is positively associated with a magnitude of revaluation, as well as with the average annual changes in earnings in the period of three years before revaluation, with a leverage, and it is noteworthy that those correlations are statistically significant (p < 0.01). The occurrence of upward revaluation proves to be insignificant. Adjusted R 2 of the model is equal to 0.29 and it is statistically significant. When we estimate a model through the origin, relevant estimates of parameters are also statistically significant (sensitivity analysis, Table 5 ). There is justification to confirm the hypothesis that the magnitude of upward revaluation is associated with a positive change in future performance of companies. The next proxy of post-revaluation financial performance is mean earnings scaled by total assets in a period of four years after revaluation (EARN / A t / t+3 ). In accordance with hypothesis 4, the magnitude of upward revaluation is positively correlated with the future financial performance of companies. We tested the statistical significance of the parameters of the following model:
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The estimates of the parameters of the model are displayed in Table 6 . The average earnings scaled by total assets in the four-year period after upward revaluation are associated positively with the average earnings before revaluation as well as with the magnitude of revaluation; however, these correlations are not statistically significant (α = 0.05). Hypothesis 4 may be confirmed when α 3 > 0. The estimate received is not statistically significant; therefore, we ought to reject hypothesis 4.
The relevance of accounting information is dependent on earnings quality, therefore we intended to test whether the occurrence of upward revaluation was correlated positively with future earnings quality following hypothesis 5:
H5: Revaluers outperform non-revaluers in post revaluation earnings quality. In order to assess associations between upward revaluation and earnings quality we used accruals methodology and started to describe the expected total accruals as a function of changes in cash flows from operations in the contemporaneous period and the following period. We used a modified approach of Dechow and Dichev (2002, p. 40) . The researchers estimated expected total accruals as a function of cashflows from operations covering three years (simultaneous, forthcoming and the preceding year):
where: Δ WC t = change of working capital, equals to change of inventories + change in receivables less change in trade liabilities less change in tax liabilities.
Piosik (2012) analyzed and compared various approaches of estimating the determinants of expected accruals on the basis of data retrieved from companies listed on the WSE, including the cross-sectional Jones approach (1991), the modified Jones approach of Dechow et al. (1995) and using the Dechow and Dichev (2002, p. 40) method, and came to the conclusion that the model including changes of cash flow was significantly better than pure cash-flows (for example, proposed by Dechow et al.) as well as the Jones model (based on changes in revenues).
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The relation ought to be controlled by the gross value of plant, property and equipment scaled by total assets (PPE/A t ):
TA t = β 0 + β 1 1/A t + β 2 ^ CF0 t + β 3 ^ CFO t+1 + β 4 PPE/A t + ζ it
We presume that the degree of earnings quality depends on the statistical significance of the association between accruals in period t with the change of cash-flows from operations in period t and in the following period t + 1. Usually the estimates of the parameters are negative for β 2 and positive for β 3 . If the earnings quality is higher, the estimate of parameter β 2 is less negative while β 3 is more. We are expected to take into account upwards revaluations estimating this regression, while also applying the dummy variables to check whether β 2 and β 3 are significantly different for revaluers. The research method involving dummy variables in analyzing earnings quality was offered by Piosik (2012) Higher earnings quality is assumed when parameters β 6 and β 7 are positive, because they give evidence of stronger correlations between accruals and the positive changes in cash-flows from operations (at α = 0.05). Hypothesis 5 will be confirmed when β 6 , β 7 ≥ 0. The results of the regression are presented in Table 7 . As is to be expected, the estimate of the β 2 parameter is significantly negative but it is significantly increased for revaluers, taking into account the estimate of the β 6 parameter. This means that the increases of accruals are less negatively correlated with the contemporaneous changes of cash-flows for revaluers. Similarly, it is expected that the estimate of β 3 parameter will be significantly positive. This means that increases of accruals are positively correlated with changes of future cash flows from operations. This positive correlation is strengthened for revaluers (parameter β 7 ) and, moreover, the estimate is statistically significant (p = 0.04). The adjusted R 2 of the model is equal to 0.36 and it is statistically significant.
We found moderate evidence indicating revaluers outperformed non-revaluers as far as earnings quality in forthcoming periods was concerned. Revaluers, when compared with non-revaluers, proved to decrease negative correlations between the changes of accruals with the changes of cash-flow from operations in the same period and to increase positive correlations between accruals and cash-flows from operations in the forthcoming period. However, the second correlation is not statistically significant at p = 0.05, but it is close to significance.
A crucial research question concerns associations between upward revaluation of property, plant and equipment with the capital market performance of companies. The corrected relative change in price per book value relation (dM / BV t ) is the accepted proxy of capital market performance in the paper. It was necessary to correct the change in M / BV because the data were retrieved from different years. Therefore dM/BV t was corrected by a relative change of the WIG Index (dM / BV -^WIG). We analyzed the market value of stock deflated with book value, therefore other relevant This copy is for personal us continuous variables were scaled by book value. It was expected that the corrected change in M/BV depended on changes in reported earnings scaled by total equity (controlling interest). We analyzed how upward revaluation of property, plant and equipment and its magnitude influenced that association. We added the multiplication of some relevant variables by a scaled magnitude of revaluation (RVL / A) in order to assess how the magnitude of revaluation influenced the corrected changes in M / BV. The basic rationale to use the adjusted M/BV variable is the way we have scaled dependent variables. Relevant dependent variables, especially the change in net earnings, have been deflated by total equity of controlling interest (EC_C t ). That is why we have also introduced variable 1 / EC_C t . and some variables stemming from multiplication of 1 / EC-C with other variables.
Therefore, we tested the following regression: In order to test hypothesis 6 we intended to check whether β 6 > 0 and essentially whether β 4 > 0.
The estimates of the parameters are listed in Table 8 . We found evidence that the corrected change in Market per Book Value (dM / BV-^WIG) was correlated positively with the occurrence of up-ward revaluation but negatively correlated with the magnitude of upward revaluation. As expected, the corrected change of M / BV was positively correlated with changes of reported earnings scaled by total equity (minority interest) and the magnitude of revaluation strengthened the relationship (parameter β 4 and β 6 were positive and estimate of β 6 was statistically significant).
We have also performed sensitivity analysis for the model changing the proxies for capital market performance. Instead of dM/BV-^WIG we have introduced Yield t (a percentage change of stock return) as well as Yield t corrected by a relative change of WIG index (Yield t ^WIG). The results are displayed in Table 8 . When we change a proxy for gauging the dependent variable we do not receive estimates of parameters which are statistically significant excluding intercept and inverse function. We can therefore conclude that changes in stock return are not correlated with revaluation of tangible noncurrent assets and they are not correlated with changes of earnings. That is not very surprising for the Yield t variable because of rapid changes in the capital market. But it is difficult to be explained for the Yield t ^WIG variable and it may stem from scaling process.
Conclusions
The purpose of this study is to provide some market-based evidence on the value of accounting information (including market value relevance) of upward revaluations of long-lived tangible assets, carried out while implementing IAS/IFRS for the first time. The sample of firm-year observations retrieved relates to companies listed on the As the first stage to our analysis, we examined the value relevance of fixed assets revaluations in prior research. We concluded that the relationship between share returns and revaluations was the common subject of the research, as well as the influence of revaluations on the capital market performance of companies. Previous research suggested that upward revaluations were relevant for the capital markets and that they were associated with future operating performance.
In order to test hypotheses H1 and H2, we used univariate analysis (U Mann-Whitney test and U test for equality of means in two groups), but we found no statistically significant differences between revaluers and non-revaluers taking into account relevant variables, including EARN / A t / t+3 and ^EARN/A. Findings from testing hypotheses H1 and H2 yielded a negative answer to the first part of our first research question. The lack of similar prior research prevented comparisons with other countries.
The next research task was to check the associations between a change of performance after upward revaluation and the magnitude of revaluation, which was previously examined by Jaggi and Tsui in Hong Kong. The evidence that they found confirmed that revaluations reflected a fair value of the fixed assets, which provided the basis for better prediction of future performance. We applied that research approach to our sample, extending the time horizon and using scaling by total assets instead of market value of equity. Testing hypothesis H3 revealed that the magnitude of upward revaluation was statistically significantly associated with a positive change in the future performance of companies. On the other hand, searching for an association of the magnitude of upward revaluation with the future financial performance of companies we found no statistically significant evidence to confirm hypothesis H4. A similar conclusion was drawn by Barth and Clinch, who had also examined an association between 776 Australian firms 12-month raw share return ending at fiscal year-end and current-year revaluations.
Our last field of research was to test the relevance of upward revaluation for investors, using the modified accruals approach of Dechow and Dichev. The model assumes that the degree of the earnings quality depends on the statistical significance of the association between accruals in period t with the change of cash-flows from operations in period t and in the following period t + 1, which is better than using pure cash-flows in the model.
In order to answer to the third research question positively and to confirm hypothesis H5 we found moderate evidence indicating revaluers outperformed nonrevaluers as far as earnings quality in forthcoming periods was concerned.
Moreover, we also confirmed hypothesis H6, as the corrected change of M / BV was positively correlated with changes of reported earnings scaled by total equity and the magnitude of revaluation strengthened the relationship. The last hypothesis referred to the wide range of tests for the market assessment of revaluation. However, instead of the corrected change in price per book value relation (M / BV) accepted in the paper, there were different proxies of capital market performance used in prior This copy is for personal us research. One of them was proposed by Jaggi and Tsui, who confirmed that if revaluations reflected the fair value of assets on which the future performance of the firm could be predicted, this value should be positively associated with information implicit in stock prices. Previously, Easton et al. also argued that the level of the asset revaluation reserve had significant explanatory power for the price to book ratio. The research confirmed correlations between revaluation of property, plant and equipment with share price or share returns indicated in the following list of research: Easton et al. (1993); Standish and Ung (1982) ; Sharpe and Walker (1975) ; Barth and Clinch (1998) , but contradicted Emanuel (1989) and Paik (2009).
Streszczenie
Wpływ przeszacowania operacyjnych aktywów trwałych na wartość informacyjną sprawozdania finansowego. Przykład polski Celem artykułu jest analiza wartości informacji z systemu sprawozdawczości finansowej, związanych z aktualizacją zwiększającą wartość operacyjnych aktywów trwałych, na podstawie spółek notowanych na Giełdzie Papierów Wartościowych w Warszawie w latach 2000-2010. W szczególności analiza obejmuje związki pomiędzy aktualizacją wartości operacyjnych aktywów trwałych a dokonaniami finansowymi, jakością raportowanego wyniku netto w okresach następujących po dokonaniu przeszacowania oraz dokonaniami na rynku kapitałowym. W artykule przeanalizowano wyniki wcześniejszych badań w tym zakresie oraz zweryfikowano sześć hipotez, wykorzystując w tym celu analizę jednoczynnikową oraz odpowiednie modele regresji. W wyniku przeprowadzonej analizy stwierdzono, że rozmiary aktualizacji są dodatnio skorelowane z przyszłymi dokonaniami finansowymi spółki oraz że występuje dodatnia korelacja między rozmiarem aktualizacji i jakością przyszłych zysków. Stosując zarówno analizę wieloczynnikową, jak i jednoczynnikową, nie potwierdzono związku między prawdopodobieństwem wystę-powania aktualizacji wartości a dokonaniami finansowymi podmiotu sprawozdawczego w przyszłości. = the average ratio of total earnings divided by assets in firm's industry for a period of 4 years after revaluation, ^IND_E = a difference between IND_E t/t+3 and IND_E t-1/t-3 , REV/A t-1/t-3 = revenues divided by total assets (average for three years before revaluation), REV/A t/t+3 = revenues divided by total assets (average for four years after revaluation), ^REV/A = a difference between REV/A t/t+3 and REV/A t-1/t-3 , LEV t = a proxy of financial gearing equals to total liabilities divided by total assets in year t, dM/BV-WIGt/t-1 = a relative change of M/BV from period t-1 to t corrected by a relative change in WIG Index, Yield t = percentage annual rate of return on stock from year t-1 to t, TA t = total accruals, equals to a difference between EARN t and CFO t , PPE t = beginning (gross) value of property, plant and equipment at end of period t, 
